Copper Feeder Fitt - 0
Copper Feeder Fili . 5

Copper Feeder Fill - 100
Copper Feader Fill - 200
Coppar Feeder Fill - 650
Coppsr Feeder Fili - 850

Copper Feeder Fili - 2550
Copper Feeder Fill - 5000
Copper Fesder Filt - 10000

Fiber Feeder Strand Fill - 0

Fiber Feeder Strand Fill - 5

Fiber Feeder Strand Fill - 100

Fiber Feader Strand Fill - 200

Fiber Fgeder Strand Fiil - 650

Fiber Feeder Strand Filf - 850

Fibar Feadar Strand Fill - 2550

Fibar Fepder Strand Fill - 5000

Fiber Fesder Strand Fill - 10000
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Carier 1o Carrier Customer Service, per lina per
year

NID Expsnse per line perf year

DS-0/0S-1 Terminal Factor

DS-1/DS-3 Terminal Factor

Copper Asrial Fraction - 0
Copper Aerial Fraction - §
Copper Aerial Fraction - 100

Coppar Aeriat Fractian - 200

Copper Aerial Fraction - 650

Copper Aerial Fraction - 850

Copper Aernal Fraction - 2650
Copper Aerial Fraction - 5000

Copper Aerial Fraction - 10000

ackhos Tranch Fraction - 850
ackhoe Tranch Fraction - 2550

hoe Tranch Fraction - 5000

Backhoe Trench Fraction -10000

0.45fPlow Par Ft - 850
0.55{Plow Per Ft - 2550
0.67[Plow Per Ft - 5000

0.72]Plow Per Ft -10000

0.65 | Cost of Debrt 0.075 {Trench Per Ft - 0 1.901Plow Fraction - 0 0.6,
0.75 | Dabt Fraction 0.480 ITrench PerRt -5 1.90fPlow Fraction - § 0.8
0.80 ] Cost of Equity 0.118 [Tranch Per R - 100 1.90§Plow Fraction - 100 0.6]
0.80 | Avarags Trunk Utilization ©0.30 [Trench Per Ft - 200 1.90]Plow Fraction - 200 0.5
0.80 § Tax Rate 0.39 JTrench Per Ft - 50 3.95}Plow Fraction - 650 0.35
0.80 § Corporate Overhead Factor 0.20 Trench Par Ft - 850 2.15}Plow Fraction - 850 0.2
0.80 | Other Taxes Factor 0.05 [Trench Par Ft - 2550 2.15Plow Fraction - 2550 %)
0.80 ] Bitling/Bill Inquiry per line per month 1.22 [Trench Per Ft - 5000 £.00}Plow Fraction - 5000 o
0.80 ] Directory Listing per line per month . ITrench Per Ft -10000 6.00}Pilow Fraction - 10000 1]
1.00 ] Forward-looking Network Operations Factor ackhoe Trench Fraction - 0 0.45fPlow Par Ft. 0 0.8
1.00 ] Aiternative CO Switching Faclor [Backhoe Trench Fraction - § 0.45jPlow Per Ft - 5 0.8
1.00 ive Circuit W Factor ackhoe Trench Fraction - 100 0.451Plow Per F1- 100 0.8
1.00 ] EO Traffic Sensitive Fraction ackhoe Trench Fraction - 200 0.45[Plow Per Ft - 200 03‘
1.00 | Monthly LNP cost, per line ackhoe Tranch Fraction - 650 0.45}Plow Per F1 - 650 08

1.2]

Average Lines per Business Location

Copper Buried Fraction - 0
Copper Buried Fraction - 5
Copper Buried Fraction - 100

Copper Buried Fraction - 200
Copper Butied Fraction - 650

Copper Buried Fraction - B50

Copper Buried Fraction - 2550
Copper Buried Fraction - 5000

¢ Buried Fraction - 10000

ackhoe Trench Per F1- 0

3.00]Trench PerFt-0

Distribution Cable Fil - 0 950
Oistribution Cabiae Fill - 5 055
Distribution Cable Fill - 100 0.55
Distribution Cable Fili - 200 0.60
Distribution Cable Fill - 650 0.65
Distribution Cable Fift - 850 0.70
Distribution Cable Fill - 2550 0.75
Distribution Cabte Fifl - 5000 0.75
Distribution Cabie Fitl - 10000 0.75
Buried Fraction - 0 Q.75
Buried Fraction - 5 075
Buried Fraction - 100 0.78
Buriad Fraction - 200 0.70
Buried Fraction - 650 0.70
Buried Fraction - 850 9.70
Buried Fraction - 2550 0.65
Buried Fraction - 5000 %___ogg_
Buried Fraction - 10000 0.05
Aerial Cable Fraction - 0 0.25
Aerial Cable Fraction - § | ©0.25]
Aerial Cable Fraction - 100 0.25
Aerial Cable Fraction - 200 Q..
Aerial Cable Fraction - 650 0.30
Aerial Cabie Fraction - 850 0.30
Aerial Cable Fraction - 2550 0.30
Aerial Cable Fraction - 5000 0.60
Aefial Cable Fraction - 10000 0.85
Pote Spacing, feet - 0 250
Pole Spacing, feet - 5 250
Poie Spacing, feet - 100 200
Pole Spacing, feet - 200 200
Pole Spacing, feet - 850 175
Pole Spacing, feet - 850 175
Pole Spacing, feet - 2550 150
Pole Spacing, teet - 5000 150
Pole Spacing, feet - 10000 150
Drop Distance, feet - & 150
Drop Distance, fest - S 150
Drop Distance, feet - 100 100
Drsop Digtance, feet - 200 100
Drop Distance, feet - 650 50
Orop Distance, feet - 850 50
Orop Distance, feet - 2650 50
Drop Distance, faat - 5000 50

Hatfield Modet 3.1 Modified - Mawaii

Copper Manhole Spacing, feet- 0
Copper Manhole Spacing, feet- §
Copper Spacing, fest- 100

Copper Manhole Spacing, feet - 200
Copper Manhole Spacing, fest- 650

Copper Manhole Spacing, feet- 850
Copper Manhole Spacing, fes! - 2550

Coppar Manhole Spacing, teet - 5000
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1.00

1.00

1.00 1.2
1.00 1.2]
0.50 1~9I
0.50 | Distribution Aerial Shring Fraction - § ackhos Tranch Per Rt- 5 3.00{Trench Per Ft-5 1.9]
0.50 | Oi Aerial Shiing Fraction - § Backhoe Trench Per Fi - 100 3.00JTrench Per Ft- 100 1.9]
0.40 | Distribution Aerial Shring Fraction - 100 ackhos Trench Per Ft - 200 3.008Trench Per Ft - 200 1.9
0.30 | Distribution Aerial Shring Fraction - 200 Backhoe Trench Per Ft - 650 3.00]Trench Per Ft - 650 1.85
0.20 | Distribution Aerial Shring Fraction - 650 ackhoe Trench Per Ft - 850 3,00[Trench Per Ft - 850 218
0.15 | Distribution Aecial Shring Fraction - 850 Backhoe Trench Per Ft - 2550 3.00[Trench Per FL- 2550 218
0.10 | Distribution Aerial Shring Fraction - 2550 nckhoe Trench Per Ft - 5000 20.00§Trench Per Ft - 5000 6§
0.05 | Distribution Aerial Shring Fraction - 5000 0.25 |Backhoe Tranch Per Ft -10000 30.00[Trench Per Ft -10000 18]
0.45 ] Distribution Aerigt Shring Fraction - 10000 jHand Trench Fraction - 0 0.01}Backhoe Trench Fraction - 0 0.1
0.45 § Distribution Buried Shiing Fraction - 0 0.33 fHand Trench Fraction - 5§ 0.01§Backhoe Trench Fraction - 5 0.
0.45 ] Distribution Buried String Fraction - 5 0.33 JHand Trench Fraction - 100 0.01 Tranch Fraction - 100 0.
0.40 { Oistri Buried Shring Fraction - 100 .33 $Hand Trench Fraction - 200 Q. 0@ Trench Fraction - 200 0.
0.30 | Distribution Buried Shring Fraction - 200 0.33 Hand Trench Fraction - 650 0.03 Trench Fraction - 850 0.
0.20 § Distribution Buried Shring Fraction - 650 0.33 Hand Trench Fraction - 850 0.05]Backhoe Trench Fraction - 850 0.
0.10 | Distribution Buriad Shring Fraction - 850 .33 IHand Tranch Fraction - 2550 0.1]Backhos Trench Fraction - 2550 0.1
0.05 | Distribution Buried Shring Fraction - 2550 .33 JHand Tranch Fraction - 5000 0.1)8ackhoe Trench Fraction - 5000 0.1
0.05 | Distribution Buried Shring Fraction - 5000 0.33 JHand Trench Fraction -10000 0.12kBackhoe Trench Fraction -10000 0.28
800 | Distibution Buried Shring Fraction - 10000 0.33 [Hand Trench Per Ft - 0 S. ickhow Trench Per Ft- 0

800 | Distribution Us g d Shring ian - 0 .00 JHand Trench Per Ft. § 5. ackhoa Trench Per Ft- 5

800 ] Distribution Und d Shring Fraction - 5 .50 JHand Tranch Per Ft - 100 J ackhoe Trench Per Ft - 100

B_Dl Distribution | d Shring Fraction - 100 .50 Trench Per Ft - 200 00] os Trench Per Ft - 200

600 | Distribution | ! Shring Fraction - 200 .50 jHand Tranch Per Ft - 650 .00[Backhoe Tranch Per Ft - 650

600 ) Di Underg Shring Fraction - 650 0.40 JHand Trench Par Ft - 850 5.00iBackhoe Trench Per £t - 850

600 | Distribution Underg d Shring Fraction - 850 0.33 Hand Tranch Per Fi - 2550 5.00§8ackhoe Trench Per Fi - 2550

400 ] Distribution Underground Shring Fraction - 2550 0.33 fHand Trench Per Ft - 5000 10.00]8ackhos Trench Per FI - 5000
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Tranch Per Ft -10000

EXHIBIT THREE

[Cut/Restore Asphalt Fraction - 0

[Cut/Restore Asphall Fraction - §
uWRestors Asphah Fraction - 100
ut/Restors Asphall Fraction - 200
ut/Restors Asphalt Fraction - 650
ut/Restore Asphait Fraction - 850

Restore Asphait Fraction - 2550
U/Rastore Asphall Fraction - 5000
C store Asphait Fraction -10000

0.55]Hand Trench Fraction - §
0.55Hand Trench Fraction - 100
0. and Trench Fraction - 200
0.7pHand Trench Fraction - 650
0.75fHand Trench Fraction - 850
0.75§Hand Trench Fraction - 2550
0.8]Hand Trench Fraction - 5000
.82Hand Trench Fraction -10000

WRestore Asphaht Per Fit - 0
ICut/Restore Asphalt Per Fi - 5
ICut/Restore Asphalt Per Ft - 100
Cut/Restore Asphalt Per Ft - 200
[Cut/Restore Asphalt Per F1 - 650

[CuVRestore Asphait Per Ft - 850

JCut/Restore Asphatt Per Ft - 2550
CuvRestore Asphalt Par Ft - 5000

0.33 JCut/Restare Asphakt Per Ft -10000
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18 Trench Per Ft -10000 30.00]
0.55]Hand Trench Fraction - 0 0]

.00[Hand Trench Par Pt - 0

.00JHand Trench Per Ft- 5

nd Trench Per Ft - 100

.00jHand Trench Per Ft - 200

X and Trench Per Ft - 650

i land Trench Per Ft - 850
6. ind Tronch Per Ft - 2550

18.00fHand Trench Per Ft - 5000

30.00jHand Trench Per Ft -10000

0
6
8
6
8
6
6

[Cu/Restore Concrete Fraction - 0
[Cut/Restore Concrete Fraction - S
Cut/Restore Concrete Fraction - 100

{Cu/Restors Concrete Fraction - 200

[Cut/Restore Concrete Fraction « 850

[Cu/Restore Concrete Fraction - 850

[Cut/Restore Concrets Fraction - 2550

0.1]Bore Cabie Fraction - 0
0.1]Bore Cable Fraction - 5

0.1 Cable Fraction - 100
0.1 Cables Fraction . 200
0.1}Bore Cable Fraction - 650
0.1]Bore Cable Fraction - 850
5jBore Cable Fraction + 2550

JCuW/Rastore Concrete Fraction - 5000

SjBore Cabla Fraction - 5000

jCut/Restore Concrete Fraction ~10000

oo

BfBore Cabie Fraction -10000

ICut/Restore Concrete PerFt -0

ICut/Restora Concrete Per Ft- 5

JCu/Restore Concrate Per Ft - 100
jCul/Restore Concrete Per Ft - 200
Cut/Restore Concreta Per Ft - 850

[CutRestore Concrete Per Ft - 850

[CuvRestore Concrete Per Ft - 2550

Cut/Rastore Concrets Per Fi - 5000

ICut/Restore Concrete Per Ft -10000

9.001Bore Cabie Per Ft - 0
9.00]Bore Cable Per F1- 5
9.00]Bore Cable Per Fi - 100

[X e Cable Per F\ - 200
9. re Cable Per Ft - 650
9. Cable Per Ft - 850

9. re Cable Per Ft - 2550

21.00fBore Cable Per Ft - 5000

36.00§8ore Cable Per Ft -10000

Cut/Restore Sod Fraction - 0
Cu/Hestore Sod Fraclion - §

ICut/Restora Sod Fraction - 100

[Cut/Rastare Sod Fraction - 200

[Cut/Restore Sod Fraction - 850
Cut/Restore Sod Fraction - 850

ICut/Restore Sod Fraction - 2550
ICut/Restore Sod Fraction - 5000

ICut/Rastore Sod Fraction -1000¢

Drop Distance, feet - 10000 50 | C Manhols , foet - 10000 400 ] Distribution L Shring Fraction - 5000 0.33
Distribution Ungerground Shring Fraction .
Aeriat Drop Placement (total) - 0 23.33 | Fiber Aerial Fraction - 0 0.35 110000 0.33
Aerial Drop Placement (total) - 5 23.33 ] Fiber Aerial Fraction - § 0.35 | Feedar Aarial Shring Fraction - 0 0.50
Aerial Drop Placement (total) - 100 17.50 ] Fiber Aerial Fraction - 100 0.35 { Feader Asrial Shring Fraction - 5 0.33
Aerial Drop Placement (total) - 200 17.50 | Fiber Aerial Fraction - 200 0.30 ] Feeder Aerial Shring Fraction - 100 0.25
Aerial Drop Placeman (total) - 650 11.67 | Fiber Aerial Fraction - 650 .30 | Feeder Aarial Shring Fraction - 200 0.25
Aerial Drop Placement (total) - 850 11.67 ] Fiber Aarial Fraction - 850 'zﬁ Feeder Asrial Shring Fraction - 650 0.25
Aenial Drop Placement (total) - 2550 11.67 ] Fiver Aerial Fraction - 2550 .15 | Feeder Agrial Shring Fraction - 850 0.25
Agrial Drop Placemaent (total} - 5000 11.67 § Fiber Asrial Fraction - 5000 0.10 | Feader Aerial Shring Fraction - 2550 0.25
Aenal Drop Placement {total) - 10000 11.67 ] Fiber Aerial Fraction - 10000 0.05 | Fesder Aerial Shring Fraction - 5000 0.28
Buried Drop Placement (total) - 0 0.80 | Fiber Buried Fraction - 0 0.80 ] Feoder Aerial Shring Fraction - 10000 0.25
Buried Drop Placement {total) - § 0.60 ] Fibsr Buried Fraction - 5 0.60 | Feadar Underground Shring Fraction - 0 0.50
Buried Drop Placement (total) - 100 0.60 § Fiber Buried Fraction - 100 0.60 | Feeder Underground Shring Fraction - 5 0.50
Buried Orop Placement (total) - 200 0. Fiber Buried Fraction - 200 0.60 | Feeder Underground Shring Fraction - 100 0.40
Buried Drop Placement (total) - 650 0.60 | Fiber Buried Fraction - 650 0.30 | Feeder Underground Shring Fraction - 200 0.33
Busied Drop Placemant (total) - 850 0.60 | Fiber Buried Fraction - 850 0.20 § Feeder Underground Shring Fraction - 650 0.33
Buried Drop Placement {total) - 2550 0.75 } Fiber Buried Fraclion - 2550 0.10 § Fewder Underground Shring Fraction - 850 0.33
Buried Drop Placement (total) - 5000 1.50 | Fiber Buried Fraction - 5000 0.05 ] Feeder Underground Shring Fraction - 2550 0.33
Buried Drop Placement {total) - 10000 5.00 | Fiber Buried Fraction - 10000 0.05 | Feeder Underground Shring Fraction - 5000
Buried Drop Sharing Fraction - 0 0.50 | Fiber Pultbox Spacing. test - ¢ 2,000 | Feeder Underground Shring Fraction - 10000 0.33 |
Buried Drop Sharing Fraction - 5 0.50 | Fiber Pullbox Spacing. leet - 5 2,000 ] Feadar Buried Shring Fraction - 0 0.40
Buried Orop Sharing Fraction - 100 0.50 ] Fiber Pullbox Spacing. teet - 100 2,000 ] Feader Buried Shring Fraction - § 0.4
Buried Drop Sharing Fraction - 200 0.50 § Fiber Pulibox Spacing. feet - 200 2,000 } Feedar Buried Shring Fraction - 100 0.4
Buried Drop Sharing Fraction - 650 0.50 | Fibar Puilbox Spacing. feet - 650 ,000 | Feeder Buried Shring Fraction - 200 0.4
Buried Drop Sharing Fraction - BSO 0.50 | Fiber Pullbox Spacing. feet - 850 ,000 | Feeder Buried Stving Fraction - 650 0.4
Buried Drop Sharing Fraction - 2550 0.50 ] Fiber Pullbox Spacing. feet - 2550 ,000 } Feedar Buried Shring Fraction - 850 0.4C
Buried Dtop Sharing Fraction - 5000 0.50 ] Fiber Pullbox Spacing. feet - 5000 000 | Feeder Buried Shring Fraction - 2550 0.4¢
Buried Drop Sharing Fraction - 10000 0.50 ] Fiber Pullbox Spacing. feet - 10000 ,000 ] Feeder Buried Shring Fraction - 5000 0.4
Buried Drop Fraction - 0 0.75 ] Fiber Feader Invastment per foot - 216 13.10 § Feeder Busiad Shring Fraction - 10000 0.40
Buriad Drop Fraction - 5 0.75 | Fiber Feeder investment per foot - 144 9.50 § Motor Vehicles - Ecanomic Life .50
Buried Drop Fraction - 100 0.75 | Fiber Feeder Investment per foot - 36 7.10 | Garage Work Equipment - Economic Life 15,00 |
Buriad Drop Fraction - 200 0.70 ] Fiber Faeder Investment per kot - 72 5.90 | Other Work Equipment - Economic Life 12.00
Buried Drop Fraction - 650 0.70 | Fiber Fesder investment per ot - €0 5.30 § Buildings - Economic Life 4500
Buried Drop Fraction - 850 0.70 § Fiber Feeder investment per oot - 48 4,70 | Fumiture - Economic Life 20.00
Buried Drop Fraction - 2550 0.70 | Fiber Feeder Invesiment per koot - 38 4.10 } Office Support Equipment - Economic Life 10.00
Buried Drop Fraction - 5000 0.40 | Fiber Feeder Investment per foot - 24 .50 } C: y Comm. Equi - ic Life 10.00
Buried Drop Fraction - 10000 0.15 ! Fiber Feeder Invesiment per foot - 18 .20 ] General Purpose Computer - Economic Lite 7.00
Pole Investment 201.00 ] Fiber Feeder Invesiment per foot - 12 .90 ] Oigital Electronic Switching - Econemic Lite 17.00
Pole Labor 216.00 | Copper Feeder investment per foot - 4200 29.00 | Operator Systems - Economic Life 6.00
Burigd Cable Jacketing Muttiplier 1.04 | Copper Feader invastmant per faot - 3600 26.00 | Digital Circuit Equipment - E ic Life 13.00
Public Telephone Tenninal Equipment -
Conduit Invastmen per foot 0.60 ] Coppaer Faeder invastment per foot - 3000 23.00 *Emmic Lite 10.00
Spare Tubas per route 1.00 | Copper Feeder Investmaent per foot - 2400 20.00 { Poles - Economic Life 32.00
Regional Labor Adjustment Factor 1.00 § Copper Feeder Investment per foot - 1800 16.00 | Aerial Cable - metallic - Economic Life 28.00
Residential NID case, no protector 10.00 | Copper Feeder invesiment per foot - 1200 12.00 } Aerial Cable - non metallic - Economic Life 30.00
Aesidential NID basic fabor 15.00 ] Copper Feeder invastment par foot - 300 10.00 } Underground Cable - metallic - Economic Life 268.00
Underground Cable - non matallic - Economic
Maximum tines per NIO N/A | Coppes Feader (nvestment per foot - 600 7.75 flife 30.00
Residential Protection Block, per pair 4.00 | Capper Feeder investment per foot - 400 6.00 { Buried - matatlic - Economic Life 28.00
Business NiD case, no protector 25.00 | Copper Feader investment per foot - 200 4.25 § Buried - non metallic - Economic Lifte 30.00
Business NiD basic labor 15.00 | Copper Feeder investment per foot - 100 2.50 | intrabuiiding Cabie - metaliic - Economic Life 25.00

Hatfield Modet 3.1 Modified - Hawai
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0.01jPush Pipe/Pull Cable Fraction - 0

0.01JPush Pipe/Pull Cabls Fraction - 5

0.01]Push Pipe/Pull Cable Fraction - 100

0.03]Push Pipe/Pull Cabie Fraction - 200
0.04§Fush Pipe/Pull Cable Fraction - 650
0.06]Pusgh Pipe/Pull Cabla Fraction - BSO

0.04fPush Pipe/Pull Cablae Fraction - 2550
0.021Push Pipe/Pull Cabte Fraction - 5000

0fPush Pipe/Pull Cable Fraction - 10000

Cut/Restore Sod Per Ft - 0

Cut/Restore Sod Per Ft- 5
Cut/Restore Sod Per Ft - 100

1.00]Push Pips/Pull Cable Per Ft - 0

1.00§Push Pipe/Pull Cable Per Ft - 5
1.00JPush Pipa/Pull Cabte Per Ft - 100
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Business Prataction Block, per pair

4.00

Avarage Lines per business location

4.00

Terminal and Splice per fine, buried

42,50

Buried Copper Cable Sheath Multiplier
Buried Fibsr Sheath Addition per foot
Pole

Temminal and Splice per line, aerial

Drop cable investment per foot buried

32.00

0.14

Pole Labor
Conduit W per foot

Orop cable buried pairs

3.00

Orop cable investment per foot aerat

0.10

Drop cabls aerial pairs

2.00

inner Duct investmant per foat
Spare Tubes per section

Regional Labor Muhiptier

1.04 | Intrabuikding Cabile - non metallic - Economic Life

201.00 | Motor Vahicies - Net Salvage %
216.00 | Garage Work Equipment - Net Salvage %
0.50 | Other Work Equip « Net ge %

0.20 } Conduit Systems - Ecanoric Life

25.00 JCut/Restore Sod Per Ft - 200

55.00 JCut/Restore Sod Per Ft - 650

0.09 JCu/Restore Sod Per Fi - 850
- uWRestore Sod Per Fi - 2550
0.05 JCut/Restore Sod Per Fi - 5000

0.30 § Buildings - Net Salveges %

EXHIBIT THREE
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1.008Push Pipe/Pull Cabie Per Ft - 200
1.00JPush Pipe/Pull Cable Per F1 - 650
1.008Push Pipe/Pull Cable Per Ft - 850
1.00JPush Pipe/Pull Cable Per Ft - 2550
[ 1.00JPush Pipa/Pull Cable Per Ft - 5000
1.00Push Pipa/Pull Cable Per F1 -10000

0.75 { Underground Cable - metaliic - Nat Salvage %
Underground Cable - non metaliic - Net Saivage
0.75 %

0.76_| Buried - metallic - Net Salvage %

0.75 ] Buried - non metallic - Nei Saivage %

0.75 | intrabuilding Cable - metatiic - Not Salvags %

inirabuilding Cable - non metallic - Net Salvage
075 %
0.75 | Conduil Systems - Net Salvage %

6.00]
6.00
6.00]
6.00!
6.00!
24.00]

5[Cut/Restore Asphalt Fraction - 0
5jCut/Hestore Asphalt Fraction - 5

54 Restore Asphalt Fraction - 100
S|Cut/Hestore Asphalt Fraction - 200
5{Cut/Restore Asphalt Fraction - 650
SJCut/Restore Asphalt Fraction - 850
13JCwWRestore Asphalt Fraction - 2550

17JCut/Restors Asphatt Fraction - 5000
20§Cut/Restore Asphalt Fraction -10000

0.09)¥Cut/Restare Sod Par Ft -10000
| 1.00 { Fumiture - Net Salvage % 0.04 JPavemant Stabilization Per Ft - 0
1.00 § Office Support Equipment - Net 90 % 0.04 IF Stab PerFt-§
250.00 | Company Comm. Equipment - Net Saivage % 0.04 IP; St Per Fi - 100
250.00 | General Purpose C « Net Salvage % 0.05 jPavement Stabilization Per Ft - 200
200.00 } Digital Etectronic Switching - Net Salvage % B Stabit Per Ft - 650
200.00 | Operator Systems - Net Saivage % 0.06)fPavement Stabilization Per Ft . 850
175.00 | Digitat Circuit Equipmant - Net Salvage % 0.05 St Per Rt - 2550
Public Telephone Terminal Equipmaent - Net

175.00 {Salvage % 0.05 |Pavement Stabitizalion Per Ft - 5000
150.00 ] Poles - Net Salvage % Pavement Stabilization Per Ft -10000
150.00 § Aerial Cable - metallic - Net Saivage % it Stabilization Per R - 0
150,00 ] Aenal Cable - non metallic - Net Salvage % it Stabiization Per Ft - §

Stabitization Per Ft - 100

irt Stabilization Per Ft - 200
int Stabilization Per Ft - 650

(0.15))Dirt Stabilization Per Ft -10000

0.75 JFumitura - Capital Costs - % assigned per line

0.03
0.03
0.03!
0.03
0.03
0.05
0.08

0.18
0.6

1]JCut/Restore Asphait Per Ft - 0
1jCutRestors Asphatt Per Ft - 5
1]Cut/Restore Asphalt Per Ft - 100

1JCut/Restore Asphalt Per Ft - 200

1jCut/Restare Asphalt Per Fi - 650
[Cut/Restore Asphalt Per Ft - 850

11}Cut/Reatore Asphalt Per Ft - 2550

12]Cut/Restore Asphalt Per Fi - 5000
18]Cut/Restore Asphalt Per Ft -10000

0]Simple Backfili - 0

0.75_JFumiture - Expanses - % assigned per line

[Office Equipment - Capital Costs - % assigned
0.10 fper fine
[Office Equil " - E: - % i per

0.01

DS-0 lraction 1.00 ¥ Pole Spacing, faet - 0

08S-1 fraction - Pole Spacing, feet - 5

DS-0 pair squivalent 1.00 | Pole Spacing, fest - 100

DS-1 pair gquivalant 2.00 | Pole Sp feet - 200

08-3 pair equivatent 56.00 } Pola Spacing, feat - 650

Indoor NID cass 5.00 | Pole Spacing, fest - 850

Buried fraction available for shift - 0 0.75 | Pole Spacing, feet - 2550

Buriad fraction available for ghift - § 0.75 | Pole ing, feet - 5000

Buried fraction avaitable for shift - 100 0.75 | Pole Spacing, fest - 10000

Buried fraction available for shift - 200 0.75 | Buried fraction available for shift - O
Buried traction avatiiabls for shift - 650 0.75 § Buried fraction availabie for shift - 5
Buned fraction available for shitt - 850 0.75 ] Buried fraction available for shift - 100
Buned fraction available for shift - 2550 0.75 ] Buried fraction available for shitt - 200
Buried fraction availabls for shift - 5000 - Buried fraction avaitable for shift - 6§50
Buried fraction avaitable for shit - 10000 - Buried fraction available for shift - 850
Wireless Investment Cap Enabled FALSE Buried fraclion available for ahitt - 2550
Wiralegs Paint to Point inv cap - distribution, per
line 7,500 J Buried fraction availabie for shift - 5000
Wireless Common inv, broadcast 112,500 § Buried fraction available for shit - 10000
Wireless par line inv, broadcast 500.00 ] Fiber investment/strand - foot

Maximum broadcast lines for common inv 30.00 | Copper investment/pair - foot

TR-303 DLC Site and Power 3.000.00 | Copper -0

TR-303 DLC Maximum Lines/increment 672.00 | Copper Manhole Materials - 5

TR-303 DLC RT Fill Factor 0.90 | Copper Manhole Materials - 100
TR-303 DIL.C Basic Common Eqpt Invest + initial
tines 66,000.00 |} Copper Manhola Materials - 200
TR-303 DLC POTS Channel Unit Investment 310.00 | Copper Marhote Matenials - 650
TR-303 DLC POTS Lines per CU 4.00 ] Copper Manhole Matetials - 850
TR-303 DLC Coin Channel Unit Investment 250.00 | Copper Manhole Materials - 2550
TR-303 DLC Coin Lines per CU 2.00 | Copper Manhole Materials - 5000
TR-303 DLC 303A.D crossovar, lines 480.00 | Copper Manhoie Materials - 10000
TR-303 DLC Flbers per RT 4,00 ] Copper Manhole Frame and Cover - 0
TR-303 DLC Opticai Patch Panel 1,000.00 | Copper Manhole Frame and Cover - 5
TR-303 DLC Copper Feeder Max Distance, ft 9,000.00 § Copper Manhols Frame and Gover . 100
TR-303 DLC Common Eqpt invest per additional

672 lines 18,500.00 § Copper Manhole Frame and Cover - 200
TA-303 DLC Maximum Number of additional line

modules/RT 2.00 § Copper Manhole Frame and Cover - 850

Hattield Model 3.1 Modified - Hawaii

0
oneral Purpese Computer - Capital Costs - %
1,865.00 Jassigned per line
(Genaral Purpose Computer - Expenses - %
1,885.00 fassigned per line
otor Vehicles - Capital Costs - % assigned per
1,865.00 ine

1,865.00 [Motor Vehiclas - Expenses - % gned pear line

Simple Backfill - 5
0]Simpte Backfil - 100
OISimpie Backfil - 200
OJSimpie Backfill - 650

Simple Backfil - 850

OfSimple Backfl - 2550

1,865.00 JBuiidings - Capital Costs - % assigned per line

OfSimple Backfill - 5000
0] Simple Backfili -10000

6.00
6.00]
6.00

6.00
6.00
6.00,
6.00|

30

0.15§Cut/Restore Concrete Fraction - 0
0.15[Cut/Restore Concrete Fraction - 5

0.15pCul/Rastore Concrete Fraction - 100

0.15}Cut/Restora Concrele Fraction - 200

0.

S|CuVRestore Concrate Fraction - 650

0.15|Cut/Restore Concrets Fraction - 850

0.15§Cut/Restore Concrete Fraction « 2550

0.15kCut/Restore Concrate Fraction - 5000
0.15)Cut/Raestore Concrete Fraction -10000

0.0t
0.01

0.01

Page 3

1,865.00 [Buildings - Expenses - % assigned per line 0
arage Work Eqpt. - Capital Costs - % assigned
1,865.00 Jper line 0}
arage Work Eqpt. - Expenses - % assigned per
1,865.00 Hi . 9
her Work Eqpt. - Capital Costs - % assigned
1,865.00 jper line [
er Work Eqpt. - Expenses - % assigned per
350.00 fine 9
350.00 | N Operations - % assigned per line -
350.00 | Other Taxes - % assigned per ine 3
350.00 | Varabie Overhaad - % assigned par line -
350.00

Cut/Restore Concrete Per Ft - O
[CuVRestore Concrete PerFt - 5
[Cut/Restore Concraie Par Ft - 100
Cut/Restore Concrete Per Fi - 200
Cut/Restore Concrete Per Ft - 650
Cut/Restore Concrete Per Ft - 850
Cut/Restore Concrete Per Ft - 2550

ICuVRestore Concrete Per Ft - 5000

Cut/Restore Concrete Per Ft -10000

9.00]

9.00)
9.00]
9.00

21.00

36.00]

HI_PUC_INPUT



Nota for general suppor facilities, netwark

S, P and corp.

Low Density DLC Site and Power 1,300.00 | Copper Manhole Frame and Covar - 850 350.00 joperations use bcpm defaults.
Low Density DLC Maximum Lines/Increment 120.00 | Copper Manhole Frame and Cover - 2550 350.00 | for alt other expenses use your own defaut.
{ow Density DLC RT Fill Factor 0.90 | Copper Manhole Framae and Covsr - 5000 350.00
Laow Density OLC Basic Common Eqpt Invest +

initial lines 16.000.00 | Copper Manhole Frame and Cover - 10000 350.00
Low Density DLC POTS Channal Unit

investment §00.00 } Copper Manhole Site Dalivery - 0 125.00
Low Density OLC POTS Lines per CU 6.00 ] Copper Site Delivery - 5 125.00
Low Density DLC Coin Channai Unit Investmen 600.00 | Coppar Manhole Site Dalivery - 100 125.00
Low Density DLC Coin Lines per CU 8.00 | Copper Manhole Site Delivery - 200 125.00
Low Density OLC Fibers per AT 4.00 } Copper Manhole Site Delivery - 650 125.00
Low Density DLC Ogtica! Patch Panet 1,000.00 | Copper Manhole Site Delivery - B50 125.00
Low Density OLC Common Eqpt Invast per

additional 96 lines 9,400.00 } Copper Manhole Site Delivery - 2550 125.00
Low Density DLC Maximum Number of additional

line modules/RY 1.00 ] Copper Manhols Site Delivery - 5000 125.00
Distribution Cable Size 1 2,400.00 | Copper Manhole Site Delivery - 10000 125.00
Distribution Cable Size 2 1,800.00 ] Copper Manhole Excavats and Backfili - 0 2,800.00
Distribution Cable Size 3 1,200.00 | Copper Manhole Excavate and Baciiili - 5 2,800.00
Distribution Cable Size 4 900.00 | Coppar Manhole Excavate and Backfill - 100 2,800.00
Distribution Cable Size § 800.00 | Copper Manhole Excavate and Backfill - 200 2,800.00
Distribution Cable Size 6 400.00 | Copper Manhole Excavate and Backfill - 850 3,200.00
Distribution Cabie Size 7 200.00 } Copper Manhole Excavate and Bacifill - 850 3,500.00
Distibution Cable Size 8 100,00 ] Copper Manhols Excavate and Backf - 2550 | —3.500.00 ]
Distribution Cable Size 8 :@ Copper Manhole Excavate and Backfi - 5000 qu
Distribution Cabte Size 10 25.00 1 C r Manhole Excavate and Backhi! - 10000 5,000.00
Distribution Cable Size 11 12.00 | Fiber Pullbox Materials - 0 260.00
Oistribution Cabie Size 12 5.00 } Fiber Pullbox Materials - 5 280.00
Distribution Cable Investment per loot 1 20.00 § Fiber Pultbox Materials - 100 280.00
Distribution Cable investment per foot 2 16.00 | Fibar Pulibox Materials - 200 280.00
Distribution Cabie investment per foot 3 12.00 ] Fiber Pullbox Materials - 650 280.00
Distribution Cable Investment per toot 4 10.00 ] Fiber Pullbox Materials - 850 280.00
Distribution Cable nvestment per foot 5 7.75 | Fiber Pullbox Materials - 2550 280.00
Distribution Cable nvestment per foot 6 6.00 | Fiber Pulibox Materials - 5000 m
Distribution Cabla Investment per fool 7 4.25 ] Fiber Pulibox Materials - 10000 280.00
Distribution Cabie Invesiment per foot 8 2.50 § Fiber Pullbox Instaliation - G 220,00
Distribution Cable Investment per foot 9 1.63 ] Fiber Pullbox instaliation - 5 220.00
Distribution Cable Investment per foot 10 .19 | Fibar Pulfbox instaliation - 100 220.00
Distribution Cable investment per foot 11 .76 [ Fiber Pulibox Instaltation - 200 220.00
Distribution Cable investment per foot 12 .63 | Fiber Puilbox instellation - 650 22000
Distribution Riser Cabla Siza 1 2,400.00 | Fiber Pulibox Instaliation - 650 220.00
Distribution Riser Cable Size 2 1,800.00 ] Fiber Pullbox instaliation - 2550 220.00
Distribution Riser Cable Size 3 1,200.00 ] Fiber Puithox instaliation - 5000 220.00
Distribution Riser Cable Size 4 900.00 § Fiber Pulibox Instaflation - 10000 0.00
Distribution Riser Cabie Size 5 600.00 | Dewatering factor manhole excavation (additive) 0.20
Distribution Aiser Cable Size 8 400.00 | Water table depth for dewatering, i 5.00
Distribution Riser Cabie Size 7 200.00

Distribution Riser Cable Size 8 100.00

Distribution Riser Cable Size 9 50.00

Distribution Riser Cable Size 10 2500

Distribution Riser Cable Size 11 12.00

Distribution Riser Cable Size 12 8.00

Hatfield Model 3.1 Modified - Hawaii
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Cut/Restors Sod Per Ft - 200
Cut/Restore Sod Per Fi - 650
ICut/Restore Sod Per Fi - 850
[Cut/Restore Sod Per Ft - 2550
[Cut/Restore Sod Per Ft - 5000
CuvRestore Sod Per Ft -10000

ICut/Restore Sod Fraction - 0 0.02
Cut/Restore Sod Fraction - 5 Q.02
JCu/Restore Sod Fraction - 100 0.02]
Cut/Restore Sod Fraction - 200 0.02
Cul/Restore Sod Fraction - 650 0.02
[Cut/Restore Sod Fraction - 850 0.35
|Cut/Restors Sad Fraction - 2550 0.35
Cut/Aestore Scd Fraction - 5000 0.11
Cut/Restare Sod Fraction -10000 0.05
Cut/Restore Sod Per F1- 0 1.00)
[Cut/Restore Sod Per Ft -5 1.00]
Cut/Rastore Sod Per Ft - 100 1.00]

[Restoration Not Required - 0
Restoration Not Required - §
Restoration Not Required - 100
Restoration Not Required - 200

[Restoration Not Required - 650

|Restoration Not Required - 850

Not Required - 2550
[Restoration Not Required - 5000
Restoration Not Required -10000

Simple Backfill - 0
Simple Backfilt - 5
Simple Backfilt - 100
Simple Backfill - 200

Simple Backfil - 650
Simple Backfill - BSO
Simple Backfill - 2550
Simple Backdfil - 5000
Simple Backfil - 10000

HI_PUC_INPUT



Distribution Riser Cabla t 1t per foot 1
Distribution Riser Cable investment per faot 2
Distribution Riser Cable Investment per foot 3
Distribution Riser Cable per foot 4
D ion Riger Cable | per foot 5
Distribution Riser Cable investiment per foot 6
Distribution Riser Cable investment per faot 7
Di ion Riser Cable | par foot 8
Oistribution Riser Cable | t per foot 9
Distribution Riser Cable investment per foot 10
Distribution Riser Cable Investment per foot 11
Distribution Riser Cable investment per foot 12
Distance Multiplier tor difficult terrain
Rock Depth Threshold, inches

L
25l

Hard Rock Placement Multiplier

Soft Rack Ptacament Multipfier

Sidewalk/Street Fraction

Lacal AT - Maximum Total Distance

SAl Cable Size 1
SAl Cable Size 2
SAl Cable Size 3
SAl Cable Size 4
SAl Cable Size §
SAl Cable Size &
SAl Cable Size 7

SAl Cable Size 8

SAl Cable Size 9

SAt Cable Size 10

SAl Cable Size 11

SAl Cable Size 12

SAl indoor Ir 1 for bopm b
bepm warksheet

SAl indoor Investment 2
SAl Indoor Invesiment 3
SAl Indoor Investment 4
SAl Indoor investment 5
SAl Indoor Investment 6
SAl Indoar Investment 7
SA! indoor nvestment 8
SA) Indoor Investment 9
SAl Indoor Investment 10
SAl Indoof Invastment 11
SAl Indoot Investment 12

SAl Qutdoor Investment 1
SAl Qutdoor Invesiment 2
SAl Quidoor Investment 3
SAl Quidaor invastment 4
SAl Qutdoot investment 5
SAl Outdoor investment &
SAI Qutdoor investment 7
SAl Qutdaor Investment 8
SAl Qutdoor investment 9
SAt Qutdoor investment 10

SAl Qutdaor Investment 11
SA{ Quidoor investment 12

Repeater Investment, instafled

Integrated COT, installed

Hatfield Model 3.1 Modified - Hawaii

Page s

EXHIBIT THREE
Page 5 of 8

HI_PUC_INPUT



EXHIBIT THREE
Page 6 of 8

Remote Multiplexer Common Equip Inv, instalied
Channel Unit Investrnent, per subscriber

COT investment per RT, installad

Remote Terminal filt factor

Maximum T1s per cable

T1 tepaates spacing, dB

Aerial T4 aftenvation, ¢BAdt

Buriad T1 attenuation, dBAdt

Feeder steeting enable
Main feeder route/air multiplier

+e-atiaid bindal A 4 Mndified - Hawali

Page 6
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AHMLHIQA
AIEAHICO
ANHNHICO
BRPTHICQ
CCAPHI48
EWA HICO
EWA HIXA
EWABMICO
HAKUHICO
HANAHICO
HILOHIMN
HNAUHICO
HNKAHICO
HNLLHIMN
HNLLHIXA
HNMUHICO
HNPEHICO
KAAAHICQ
KAILHICO
KAIMHICQ
KANHHICO
KEAUHICO
KERIHICQ
KHAEHICO
KHLAHICO
KHLUHNICO
KHOUHICO
KIHEHICO
KILAHICO
KKAIHIMN
KKHAHICO
KLAOHICO
KLHIHICO
KLHOHICO
KLKKHICO
KLOAHICO
KLPUMICO
KLUIHICO
KMLAHICO
KOKDHICO
KONAMICO
KPAAHICO
KULAHICO
KWLNHICO
LAIEHICO
LAUPHICO
LHNAHICO
LHUEHIMN
LNCYHIMN
MILNHICO
MILNHIXB
MKHAHICO
MKLOHICO
MKPUHICO
MKWOMICO
MLUAHICO

Hatfigld Modei Release 3.1 Modified - Hawail

43.68
12.95
16.58
17.96
17.25
15.92
1157
16.89
31.36
120.54
17.583
82.22
55.31
9.49
8.51
£5.92
31.56
38.03
13.41
12.59
12.62
4215
19.21
55.29
58.87
19.19
32.77
16.00
42.97
62.48
38.42
49.46
11.47
26.97
47.96
23.14
62.05
13.77
47.27
16.18
19.45
20.94
53.70
2045
27.45
668.68
13.57
15.97
44.49
14.50
n.rn2
18.66
16.41
18.52
22.88
12.09

PAAANANP A PPN DAANAD P AP P AANDAAANPANPAPNAPANAADDNPAANANDADANRDANAL A MV

BADPNANBB LN ABDDBDAANBADPINBDARADANDNDOAPANDAANDAANNAANNVIANLAN N

12.82
16.49
17.72
17.23
15.81
11.34
16.84
31.27

120.53

17.37
82.20
§5.31

9.23

8.19
65,92
31.56
37.92
13.32
12.48
12.52
4218
19.19
55.1%
56.87
19.13
32.63
15.89
42.97
62.48
38.37
49.33
11.28
26.91
47.90
22.99
§2.05
13.58
47.24
16.11
19.2¢
20.64
53.64
20.38
27.34
68.68
13.32
15.75
44.48
14.45
31.58
18.61
16.38
18.45
22.78
11.93

DO O0OCDOC0O00ODO0O000 40O ACEO0NADMOOOOCAARDO

0O P OO OO0 O00OUR0OC00O00NO0000O000000DODO0ODCO0CTOADA0000 O ool
no

PBNBABD AP AP AN DA P DA DADPR AN DR AN AN DA NBP PPN N AN AN AAAADNAANAGN
PODAANDBDPABNNBPAN DDA NBND NP ANDDPAPANDAARDPNADADBDYNG LA N G
PP ANANANADPAN DD NNADNNDADANPO AN A ANAPA NP AN AABVANADAAANAAAN MA@ o ol
BANPNRB AP D AN A NPADBABDADAANNANDA NN NP AAD DD PNANPD PN P NANANBANNB SN
AANANPBN AP D ARAAAP D AN D AP NN D APANANARBN AN AN NANPNADABNANPAAP NS
ooooooooaoooooooooooooooooooooooooooococooooooooooooocaoz
PAPAAABANNAADDADANNANN DD AP DA ANOA P PP DBAPANDADBANAPANPANN NS
Lo R N - - o R N N - -l - . N i - - R R - - R R - - - R - R - N - NN - W Y- -Sr- W=t
PP AP RBPANAN DA DD PPN RPARNANAR DDA N BANDDPRANIN NP AN DN NP NN ABNAIAATGN

CONO0ODQUOOCOODOO0

coooo

oooocoo0o

5751
828,704
0
931,197
692,833
]

Q
399,911
8,759
103,635
0

o

]
423,519
]
197,619
514297
0
39,716
o

99,710
420,851
104,808
435417

0
[
351,064
0

189,364
Q
365,468
0

0
4]
645,632
0
[}
183,450

PP RN PRAIRN DD BN R AN B AR PPN AP ANDAAN AN BNV AP ANNAANANDIINAPAANNRIL G

oo
49,272

232,799
173,158
o

0
99,978
2,130
25,909
]

0

0
108,880
0
49,405
128,574

0

9,929

[¢]
24,927
105,213
28,202
108,854
0

o
87,766
0
49,841
o
91,387

Page 1

AP ANADNDADANBNAAANNAN N AP AP NN NANIP AN DA PN ANANNNANLNAANLANPANAN

4314
471,528
0
698,398
§19,475
0

)
299,933
6,569
77.726
0

]

0
317,640
0

148,214
385,722

]
29,787
o

74,782
315,639
78,608
326,563
0

o
263,298
0
149,523

0
274,101
]

o
¢
484,224
0

0
137,588
]

0
148,036
1]

£,059
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Line Type

Primery-restdence Snes
Sscondary residencs tinss
Single ine business tines
Multting businsss Hines
Publlic lines

Ali switched lines



MNLOMICO
MNOAHICO
MTVWHICO
NANAHICO
NLHUHICO
NPUHICO
PAAUHICO
PAIARICG
PHLAHICO
FROAHICO
PKAPHIXA
PLOAHICO
PNHOHICO
PNUIHICO
PPKUMICO
PRCVHICO
PRLCHICO
SSBHHICO
ULPEHICO
VOLCHICO
WAHWHIMN
WKKIHICO
WLKUHIMN
WLUAHICO
WMEAHICO
WMLOHICO
WNAEHICO
WPHUHICO
WPHUHIXB

Hatfield Model Ralease 3.1 Moditied - Hawail

BAADAAANDARAAPPANAARARAAADNAG

64.51
2222
103.11
18.26
91.84
28.15
66.04
55.93
25.61
1517
8.76
14.08
§2.35
55.47
12.96
24.64
106.57
77.06
13.59
8.84
16.72
23.38
43.68
2528
15.86
14.06
17.25

84.51
2214
103.11
18.10
91.84
27.93
66.04
55.92
2542
15.07
958
13.92
52.35
55.47
t2.87
24.53
106.57
77.06
13.47
8.61
16.57
23.27
43.68
25.11
15.75
14.00
17.21

PPBANPADANPDPAOANAARNNAARANANANNNAGY

6539
22.63
104.81
18.62
93.67
2851
67.94
56.62
26.09
15.49
9.99
14.38
53.29
56.71
13.28
25.15
110.71
78.85
13.91
899
16.98
23.80
44 56
259
16.21
14.41
17.75

264,911
0
778,009
Q

1,125,827
]
329,286
0

316,965
879.088
0
0
]
[
167,501
370,130
o

0
241,777
452,093

NDPR PP AANPDAANADDADARANANPAANN AW

0000 CDOCUTODOOODO0DAIBOOCC
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264,911
0

778,009

[¢]
1,125,827
)

329,286

0
316,965
880,543

0

0
]
0
167.524
370,130
]

o

241777
452,378

1

1
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66,228
0

94,502
¢

281,457

[
82,321
0
79,241

220,136

0
0
]
0
41,881
92,532
0
[+
60,444
13,094

198,883

0
583,507

1]
844,370

0
246,964
0
231,724
660,407
0
0
[¥]
]
125,643
277,597
o
0
181,333
339,283
0

0
o
o
102,281
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DECLARATION OF A. DANIEL KELLEY
[ have prepared this Declaration at the xequest of Association of Competitive
Telecommunications Providers of Puerto Rico (“ACTP”). The purpose of the Declaration is to
respond to the Public Notice issued by the Commission on June 4, 1998 asking for commeats on
* the “cost study” filed by the Government of Puerto Rico Telecommunications Regulatory Board
(“PRTRB*). The PRTRB modifies the BCPM model by increasing the values of many of the
default BCPM inputs. The result is a $190,972,908.00 subsidy for Puerto Rico.
1 conclude that there are several fundamental flaws with the PRTRB stady. The study
.does not meet the requirements for forward-looking cost detérminations established by the
Commission in CC Docké No..9645." The PRTRB has used embedded rather than forward-
looking expenses. The “unique service characteristics” of Puerto Rico do not justify the uscof
either the BCPM defanlts or the full embedded costs used by the PRTRB.
QUALIFICATIONS
My professional experience began in 1972 atthe AntitrustDwision ofthe U.S,
Department of Justice where I analyzed mergers, acq_ms:uons and business practices in a number
of industries, including tenecommunieaﬁohs. While at the Depm of Justice, ] was a
-mcmbet of the S, v. AT&T economics saff I 1979, I mavedto the Federal Communications .
Comnmssion ("FCC") whm Theld posiuons as Semor Eeonoxmst in the Common Canw:Bmun
 and the Office of Plans and Policy, and algo seved as Special Assistant o the Chairman. -After
" leaving the FCC, I was a Projoct Manager and Senior Economist at ICF, Incorporated, a public
policy consulting firm. From Septeraber 1984 through July of 1990, I was employod by MCI

' SeeMay 8, §998 Report and Order,
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Communications Corporation as its Director of Regulatory Policy. My current position is Senior
Vice President of HAI Consulting, Inc. (formerly Hatfield Associates, Ine.). I conduct economic
and policy studies on a wide variety of telecommunications issues, including local exchange
competition, dominant firm regulation, and the cost of local service. 1have advised foreign
gnvcunpentoﬂﬁchﬂiontcknonﬁnnnkmﬁonspoﬁcyxnﬂnnsamdhmyetnuﬂusanﬁnusin
regulatory economics in a nurnber of countries. '

" Iveceivod a Bachelor of Asts degros in Ecopomics from the University.of Colorado In
1969, a Master ofAm degree in Economics from the Uniiversity of Oregon in 1971 and a Ph.D.
m&ono:mcs from the University of Orcgon in 1976. |

I have testified on telecommunications issues before this Comm:ssxon. the Califorma,
-Colorado, Connqcticut, Florida, Georgia, Hawaii, Maryland,Masslclmsens, Michigan, New
 York, Oregon, Pennsylvania and Utah Commissions, as well as the Federal-State Joint Board
mvesﬁéaﬁng universal service reform: . Much of my mstimohy in recent years has dealt with edst
g modcling 1ssumandunivctsal servwemform. A copy of my resume is attached.
PRHHRBJ?TIHYY
' The PRTRB'has sdopted the BCPM asits pla&oun for méasuring coonomic costs,

: Howevcr, rahathmusmgmedemﬂtvdmfwmmmedbythemmmthe

e -PR'I'RBusesitsownlnputvaluwforcxpenses. ApeordmgmthePRTRB thesempmvaluasm

used “. . . to-model spec:ﬁcallyl‘!wrtomoo suniquc service charactuistcs " TthRTRB fails
' toadeqmtelyexplainmcﬂyhowudmvedmmmnﬁcm:s;Howeve_t,thevaluesformost

accounts appesr to be based on PRTC’s embedded costs. Table 1 compares the PRTRB's

! PRTRB letter, p. 1.
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investment related expense ratios with 1997 PRTC embedded costs and the BCPM defaults.’
The Table shows that the majority of the PRTRB factors are larger than the default BCPM levels,

but all of the factors are close to PRTC embedded cost levels.

Table 1

Investment Factors
Account Category BCPM PRTRB PRTC
o Deéfault . Value Embedded
6112 Motor Vehicle . 0.739% 1251.% . L191%
6114 . Special Purpose V.ehiclc -0001%. 00000 ° 0.000%
6115 Garage 0.032% 0.004% 0.003%
_ 6116 Other Work Emﬂpmcnt 0.627% 0.798% 0.770%
6122 Fumiture 0.233% 0.572% 0.586%
6123 Office Support 0.701% 0.652% 0.633%
6124 Computers - - 2.965% 2.510% 2.644%

Table 2 compares PRTRB monthly per line operating expenses with the embedded PRTC
expenses and the default BCPM levels. The key point in understanding the results is that the
embedded e‘xpensésaqurthecompanyasawhpie,e';réndzoughbasicunivuul service
represents only a portion of the company’s activities. - Nevertheless, several accounts show per
line expenses higher than embedded. The PRm amounts f;)r Services and Marketing accounts
- are spaller than embedded, b\ushnsubmualwhenoonmdanngmefactthatMarkehngns

' .genmﬂynotrequlredﬂ)rbasncumvetsal setvxecandtho Serviecsaceountmcludcsﬂie cost of
: establishmg accounts, NetWork opcrationseu:pemes andGenexal and Administrative ecpcnses
are reduced tclauve to tptal cornpany embedded costs, but are still quitc high in relation to the
BCPM defauits. The PRTRB Network Operations factor emeds the BCPM default by 180

L swmmmmmmelmsmmurammﬁmrsm
-4 AowuntsslmsexdudedbecamathembeddedmmmtmpomdhﬁeSOOCnppmmbemomalms.
3
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percent while the General and Administrative expense factor exceeds the BCPM default by 103

percent.
Table 2
Per Line Expenses
) i 2 3 5
Account ~ Category TC % Difference It (% Difference |
‘ Vaie  [Embedded 2-1 14
6110  [Network Support Expenses 0.15 0a3] 16% 0.15 0%
6120 |General Support 4.68 43 ™% 1.20 290%)
6210 |COE Switching 1.79 1.76 2% ~ 034 426%
6230__|COE Transmission 131 - 147 -12% 0.3 a1
6411 [Potes 0.3 - on 13% 2.7 95%
. 6421  |Aevial Cable 3.41 330 - 3% ; wal
6422 |uG Cable 0.60! 0.66 % ) ;/;I
6423 |Buried Cable. 1.09|° 1.04] - 5% ] wa
6510 Other Property Plant 0.12 0.15 28%) 0.03 300%,
6530 [Network Operstions 37| 528 2% 133 180%
6610 Marketing ' 0.75 287) _ -283% 035 - 114%
620 |Services 339l s . -o1% 242] 40
6710 - |Exec. And Planning 035|033 sy oa4] - 150%
6720 _|Genersland Admin -~ |~ 437 ’.‘5.174 4% C218)
6790 [Uncolléeribles - © . . 0% 11 -190'94'

THE PRTRB MODEL FAILS TO SATISFY COMMISSION REQUIREMENTS

The Commission established criteria for universal service cost studies in & Report and

Order released in CC Docket No. 96-45 on May 8, 1997, The PRTRB fails to comply with

4
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several of these requirements. While I belicve that the BCPM Model used by PRTRB fails to
estimate efficient local network investments, I will concentrate on the issues surrounding the
| imput assuraptions used by the PRTRB.*

The Commission requires that “only long-run forward-looking cost may be included.”
The Commission specifically rules out the use of embedded costs. As noted above, the PRTRB

' has effctively used embeddod costs.  The only explanation given is that thers are “unique.

service characteristics in Puerto Rico.”
J There are many reasons why cmbedded costs of telephone companies aro generally
" Yigher than economic costs. Foremost among these is that incumbent local telephone companies
have not bee, and are not today, subject to the cost-reducing discipline of competition. This
problem is exacezbated for firms that are not privately held. PRTC’s cmbedded costs are
significantly higher than those of other telephone opérating companies.®

As Table 3 shows, there are only 163 lines per employec for PRTC compared to 445 lines
for the average U.S, telephone company. Compmsaﬁon per employee for PRTC is higher than
compensation per employee for the average U.S. telephong company, but in-line with some
poteatial benchmark companies, such as Sprint Florida and GTE Florida, which are
appmnmately PRTC’s size. However, as d:scussed forther below, avmge wages in Puerto Rxeo
arc mbmdally Iowetthanthose inthe U.S.

. * See December 23, 1997 ex parte letser frofa Rickard N, Clarke, AT&Y, to Ms. Migalie Roman Salas, in CC.

" Docket No. 96-45 for an discussion of how the BCFM fails to accurately Jocate custoaners.

acpamﬁnradescﬁpﬂonofthebaslcmdmylngpmblahsmmeBCPMModeL
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Table 3
Efficiency Measures

PRTC AULECs Non-RBOCs  GTE Florida 8_print Florida

Access Lines 1,282,756 193,614,850 34,243,933 2,624,110 2,177,987
Employees 7,863 434,771 96,594 T T,4T3 5,714
Compensation 417,408 22,196,451 4,774,778 307,769 333,287
(8000)

Lines/Employee 163 445 355 as1 3sl
Compensation ' '
/Bmployee 53,085 .51,053 49,431 41,184 58,323

The PRTRB does not explain the “unique service characteristics of Puerto Rico.” An
analysis of general cconomic statistics for the Commonwealth of Puerto Rico shows that, if
anything, the “wnique characteristios™ should lead o lower, oot higher, costs. First, operating

‘costs in Puerto Rico should not be higher than operating costs in the lower 48 states. Labor costs
é_cplai_n a lngh p&oentage of operating expenses. Salaries, wages, and benefits account for 36

| pemcﬁt of plant specific operations expenses for non-RBOCs.” The average hourly waée in
Puerto Rico is ox;ly 60 percent of the hourly wage in the U.S.* Consequently, forward-looking
operating expenses for PRTC should be substantially lower thaa those in the mainland U.S.

Second, PRTC isriot a smail a'elephone company. With 1.3 million lines, it is the 12%

o largestUS telephonccompany Therefore,PRTC 1smaposmontoobtainreasanable dxscounts

: onthepu:chaseofeqmpment Itm:glnbearguedmatsbxppmg costs for eqummmtmhghu
.,due to the need to shlp over wam. However. the market for telecommunications equipment is

¢ PRIC's lines per emphyee ﬂgnm spproximats those of gwmntmonopolm in other countries. This is not
mrpming given that PRTC is 2 government-owned monopoly. But the ev:dmce shows that costs in these
govermment-owned monopoms far exceed eﬂicient levels. e )

7 See SOCC, p. 36. o )
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international in scope. Mainland U.S. telephone companies have been known to purchase
telgphone poles from Finland.

Hawaii provides another example of an insular economy. The Hawaii Commission has
notified this Commission that it intends to uge a modified version of the HAI Model to estimate
wmiversal service costs.” My undesstanding is that the Hawaii Commission did not modify
equipmmit prices, but did modify labor rates to reflect the fact that costs are higher in Hawaii, -

Third, population density, a key driver of forward-looking telephone costs, is high lfn

' Puerto Rico, suggesting that costs per line should be lower for PRTC than for the average

telephone company. Population per square mile is 1,028 Puefto Rico compared to 70 for the
United States as a whole." Although telophone penetration is lower in Puerto Rico than in the
lower 48 states, this should not offset the effects of density on costs in Puerto Rico because
density in Puerto Rico is so high.

" Finally, geographic features do not cxplain PRTC’s excessive costs. Both the BCPM and
the HM 5.0 have built-in adjosunents for factors such as terrain. As noted earlier; tho fact that

Puerto Rico is insular does not explain the large discrepancy between costs.  GTE-Hawaii, has

-total embedded plant-specific operating expenses per line substantially less than those of PRTC,

even though GTE Hawaii has substantially higher labor rates. GTE Hawaii’s embedded plant
specific operating expensc per line was $169 per year in 1997.compared with a PRTC figure of

§238

' See htp//www.pr-eda.com/workforc.html, page 3 of 3.

’ Seehttp.l/www fcc.gov/o-ﬁleleost _studies.
Statistica) Ab of the Unjted Stages, 1997, Table No. 1311 Population deasky is higher in Puerto Rico than
mtheV‘-ginlshudsGmm,AmeﬂmSmoamdmeNorﬂmnMumthud: d
' Computed from SOCC.
7
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The fourth Commission requirement is that “the rate of rctiim must be either the
authorized federal rate of return on interstate services, currently 11.25 percent, or the state’s
prescribed rate of return for intrastate services.” This is 2 case where the unique charaéteristics
of Puerto Rico call for a much smaller rate of return. The PRTC is a government omd.uti.lity.
Therefore, its cost of capital is that of the government. Puerto Rico development bonds arc
currently yielding 5.12 M", Therefore, the 11.25 percent BCPM default is too large by a
factor of at Jeast two. Momover’,‘ because of exemptions granted to companies operating in
Puerto Rico, PRTC is not subject to federal income tax.
| Commission requirement number 8 is that the model outputs should be plausible, This is
not thc case for the PRTRB study. The $190,000,000 plus subsidy for the commonwealth of
Puerto Rico represents aver $150 per year for every switched access line on the island. If this
luunbcrummeu;beewhapokﬂedfbrdﬂhmudemnhangeudnphonecnnuxuﬁe&thercﬂﬂﬁng
nanonwnde mnversal service subsidy would be almost $25 billion. Moreover, it is simply
nnplausiblc thata fozward-looking study could xesult in a subsidy requirement that is higher than
thecuummltqukaumngvﬂﬁshhasahwwsbaurhmwdonmmbmkkdcoﬂ&

_(knngﬁmﬁqpgumﬂﬁ;nmn:nuﬁbcr?isﬂum“ﬂuuxmtﬂﬂdynmsthuﬂudethecapgbﬂnyhd
_exnuﬂneanddnodﬂytheeﬁﬁcalmnmnanmmaﬁdengkuzﬁngpﬁmchﬂes” The PRTRB letter
doesnotaﬂeuuxﬁoexphﬁncn;umﬁyfbeuqnnamnnnphonsﬂuuvwxeadopud

Ibehevetbatmeretmlts oftheHMS 0a, adjustedforﬂwpmpetmwofretumandincome
mxlcmd pnnndca;nnxeremunnﬁﬂeeshnuueofunnnmnﬂsennoecaﬂsﬁbrPueﬂn!hoo The |
default subsidy generated by HM 5.0a for Puerto Rico is appxommately $S5 million. When the

 Sce The Wall Street Journal, June 23, 1998, p. C24.
Lo : ' 8
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with the appropriate rate of return and tax inpuss, the subsidy falls to $326,000.

The default BCPM subsidy falls to $3.2 million when the appropriate tax. and rcturn
ut with the lower rate of return and

the BCPM is run with the PRTRB inputs, b

HM 5.0 is run
asswmptions

arc used. When

Jowet tax rate, the subsidy falls to approximately $92,000,000.



. use of cobedded costs is especially troubles
- high wmpared to most U.S. telephone companies. The PRTRB also failed to adjust inputs to
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CONCLUSIONS
The PRTRB study fails to estimatc valid forward-looking costs. Embedded instead of

forward-looking ecopomic costs are used as the basis for expense assumptions. The PRTRB’s
ome because PRTC’s embedded costs are unusually

teﬂectthelowertnxGSmdcost of capital it enjoys. Thesafacbors,takentogetherwxmd:efact

that the BCPM genmtes excessive invcshnents. resultina mgdel that produces unreasonable

rcsults

1 declare, under penalty ofpexjury, that the foregoing is true and correct. Executed on June 24,

1998.

4 0M Lk,

10
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Daniel Kelley

PROFESSIONAL EXPERIENCE:
Scnior Vice President, HAI Consulting, Inc., Boulder Colorado (current position).

_ Conducting economic and applied policy analysis of domestic and international
telecommuniocations public policy and business issves. Recent projects have included
advising Central and Eastern European Governments on privatization and competition
matters, assisting a private client with entry intomelongdistanoema!ketindeco,
analyzing competitive conditions in cellular radio markets, analyzing the cconomics of
cable television regulation, analyzing the pmspects for local competition and. measuring
the economic cost of local service.

Director of Regulatory Policy, MCI Commmunications Corporation, 1984-1990,

Responsible for developing and implernenting MCT's public policy positions on issues
such as dominant cartier regulation, Open Network Architecture, accounting separations
and Bell Operating Company line of business restrictions. Also managed an
interdisciplinary group of coonomists, engineers and lawyers engaged in analyzing
ATE&T and local telephone company tariffs.

S!L!&LE&MML!MN&! ICF Incorporated, 1982-1984.

Telecommunications and antitrust projects included: forecasting long distance telephone
rates; analysis of the competitive effects of AT&T's lopg distance rate structures; a study
of optimal firm size for cellular radio markets; analysis of the FCC's Financial Interest
and Syndication Rules, and competitive analysis of mergers and acquisitions in a varicty
of industries. - '

Mﬂ, Federal Commnniubom Commission, 1979-1982.

. SetvedasSpecxalASSinan:toﬂ;eClnlnnand\mg 1980-1981. Ad\nsedtheChamnan
- on proposed regulatory changes in the broadcasting, cable television and telephorie
industries; analyzed legislation and drafted Congressional testimorny. Coordiaated
“Buteau and Office efforts on major common carrier matters such as the Second Computer
Inquiry and the Competitive Catrier Rulemaking. - Also beld Senior Economist posltions '
in the Office. of Plans and Policy and the Common Carrier Bureau.

"w U.S. Department of Juatice, 1972-1979,

Andyzadpmposalsfor:esuucnwmgﬂlemsmemasamembuofthemomshﬁ '
‘of U.S. v. AT&T; investigated the competitive effects of mergers andbumesspmouew
in a wide variety ofindusmes



—_ EXHIBIT FOUR
Page 12 of 14

EDUCATION:

1976  Ph.D. in Economics University of Oregon .
1971 M.A. in Economics University of Oregon
1969 B.A. in Economics University of Colorado

PUBLICATIONS AND COMPLETED RESEARCH:

"Cable and Wirciess Alternatives to Residential Local Exchange Service,” Berkeley
Conference on Convergence and Digital Technology (1997), with Alan J Boyer and
David M. Nugent.

"A General Approach to Local Exchange Carrier Pricing and Interconnection Issues,”
Telecommunications Policy Research Conference, (1992), with Robert A. Mercer:

“Gigabit Networks: Is Access a Problem?” IEEE Gigabit Networking Workshop (1992).

*Advances ih Network Technology" in Barry Cole, ed., A_ﬁ_gngnm
the New go‘st-A'Ij&T Divestiture Exa (1991). _

"Altcrnauws to Rat:e of Return Regulauon Deregulation or Reform7"in Ajmgyg_q

"The-Economics of Copyright Controversics in Communications” in Vinceat Mosco, ed.,
* Policy Research in Telecommunications (1984).

* “Deregulation After Divestiture: The Effect of the AT&T Settiement on Compeuﬁon,
FCC, OPP Working Paper No. 8 (1982).

"J‘h: Transition to Structural Telecommunications Regulation,” in Harry M. 'I‘rebing, od
&megm (1982), with Charles D. Feris.

*Social Objectives and Competition in Coromon Carxier Commumcaﬂons Incompatible
or Inseparable?” in Harry M. Trebing ed., Comnunications and Energy in Transition

(1981), with Nina W. Cornell and Peter R. Greephalgh.

"An Empmoal Survey of Price Fixing Conspiracies," Jourpal of Law and Economics
(1974), with George A. Hay. Reprinted in Siegfried and Calvari, ed., Economic Analysis
and Antitrust Law (1978) and the m@ﬂwmgm_

(1980)
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TESTIMONY:

Federal Comimunications Commission, Application of Cellular Communications of
Cincinnati, July 25, 1983 (with Robert J. Reynolds): Optimum firm size in the cellular
radio market

' Maryland Public Service Commission, Case No. 0450-Phase II, May 31, 1983: Access
charge implementation issues

New York Public Service Commission, Case No. 28425, Iune 1983: Access charge
implementation issues .

Flonda Public Service Commission, Docket No. 820537-IP, June 30, 1983, November 4,
1983, April 9, 1984, June 4, 1984, September 7, 1984, October 25, 1984 and August 15,
1985: Access charge implementation issues

Pennsylvamia Public Utility Commission, Docket No. R-832, August 5, 1983:
Pennsylvania Bell Rate Case

New Jersey Board of Public Utilities, Docket No. 83-11, February 20, 1984: Acoess
charge implementation issues

New York Public Service Commission, Case 88-C-102, March 2, 1990: Alternative
Operator Service Issues

California Public Sexvice Commission, A.90-07-018, July 10, 1990: AT&T Deregulation

New York Public Service Commission, Case 28425, October-8, 1990: Intral ATA Dml 1
Competition

. Massachusetts Department of Public Utilities, DPU 90—133, October 17, 1990 AT&T
Dereguiation

_Georgia Public Sexvice Commlssmn, 3905-U 'Novembu 16 1990: Incentive Regulation

California Public Service Commxssmn, 1-87-1 1-033 Sepﬁember 23,1991: Intral,ATA
Competition

Georgia Public Service Commission, Dockeé No. 3987-U, Janvary 31, 1992: Cross-

' . SubSidy Y

Colorado Public Utilities Commission, Dacket No. 92R-050T August 24, 1992:
Collocation
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Connecticut Department of Public Utility Control, Docket No, 9106-10-06, September
25, 1992: Infrastructure -

Maryland Public Service Commission, Case No, 8584, Phase II, July 21, 1995: Local
Competition.

. Connecticut Department of Public Utility Control, Docket No. 95-06-17, September 8,
1995: Local Competition .

Federal-State Joint Board on Universal Service, CC Docket No. 9645, June 5, 1996:
Cost Modeling.

Colorado Public Utilitics Commission, Dockct No. 96A-287T, September 6, 1996:
Arbitration.

Oregon Public Service Commission, Dockets ARB 3 & 6, October 14, 1996; Arbitration.
Hawaii Public Utilities Commission, October 17, 1996: Arbitration.

Mic!xigan Public Service Commission, Octobex 24, 1996: Arbitration.

New York Public Service Commission, Case No, 28425, May 9, 1997; Access charges.

Colorado Public Utilities Commission, Docket No, 97F-175T, July 18, 1997: Access
Charges. .

Utah Public Service Comxmssion, Docket No. 97-049-08, October 2, 1997: Access
chargcs

Connecticut Department of Public Utility Control, Docket No. 96-04-07, February 10,
1998: Access Charges.



